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MINUTES OF THE _SENATE  COMMITTEE ON _PUBLIC HEALTH AND WELFARE

The meeting was called to order by ___SENATOR ROY M. EHRLICH at

Chairperson

10:0@.m.s¥n. on __February 1 19.88in room _526=S of the Capitol.

All members were present except:

Committee staff present:
Emalene Correll, Legislative Research
Bill Wolff, Legislative Research
Norman Furse, Revisor's Office
Clarene Wilms, Committee Secretary

Conferees appearing before the committee:

Michael Byington, Topeka Resource Center for Handicapped/Kansas
Association for the Blind and Visually Impaired

Debbie Brummer, President, State Committee of Blind Vendors

Robert Sheldon, Administrator, Business Enterprise Program

Larry E. Waymire, Secretary/Treasurer, Randolph-Sheppard Vendors
of Kansas

Stephen Schiffelbein, Acting Commissioner, Rehabilitation Services,
SRS

Michael Byington appeared before the committee to request a bill
which would elevate provisons referenced in the XK.A.R.s to a level
of state law where they would more easily come to the attention
of district court judges. Mr. Byington stated this change was needed
Mr. Byington stated this change is needed because of charges being
assessed from Medikan or Medicade clients by judges who appear to
lack knowledge of the regulation which states such clients should
not be billed. Attachment 1

Senator Francisco moved that the committee introduce the bill.
Senator Bond seconded the motion and the motion carried.

Michael Byington, Kansas Association for the Blind and Visually
Impaired, stated his organization supported HB-2504. This bill
would substitute the word "priority" for "preference", the language
now used 1in the federal legislation. It would also provide more
opportunities for the employment of the blind. Attachment 2

Debbie Brummer, President, State Committee of Blind Vendors, appeared
before the committee urging support for HB-2504. Ms. Brummer stated
that the Business Enterprise Program provides remunerative employment
opportunities to blind persons in Kansas. Numerous guestions were
asked by the committee concerning the deletion of third class city
exemptions and the change in the number of members participating
in the committee of blind vendors. Attachment 3

Robert Sheldon, Business Enterprise Program Administrator spoke to
the committee stating that federal regulations apply to expenditures
at any time federal monies are intermingled. At the present time 30%
of funds come from the vendors and 70% is federal money. Mr. Sheldon
stated it was necessary to include third class cities in the law
sO every opportunity is provided to blind vendors to work.

Larry Waymire, Secretary/Treasurer of the Randolph-Sheppard Vendors

of Kansas spoke to the committee in support of HB-2504. Mr. Waymire
presented, as part of his testimony, the paper titled "An Economic
Impact Analysis of the Blind Facilities Program in Kansas." This

paper states that the Blind Vending Facilities Programs in Kansas
manifests positive economic effects at every involved level of the

Unless specifically noted, the individual remarks recorded herein have not
been transcribed verbatim. Individual remarks as reported herein have not
been submitted to the individuals appearing before the committee for

2
editing or corrections. Page 1 Of
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state and federal governments. House Bill-2504 would increase the

potential for employment for vendors. Attachment 4

Staff was requested to draft a grandfathering clause for HB-2504.

Written testimony by Stephen Schiffelbein, Acting Commissioner,
Rehabilitation Services, was presented to the committee. This
testimony stated that SRS supports HB-2504 as a means of expanding
vending facility manager employment opportunities for blind persons
and empowering more of them to become employed and independent.
Attachment 5

The meeting adjourned at 11:01 a.m. and will convene at 10:00 a m
Tuesday, February 2, 1988.

Page 2 of _2
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TOPEKA RESOURCE CENTER

TOPEKA RESOURCE CENTER
FOR THE HANDICAPPED
% West Tenth Professional Building
i T orEs 1119 West Tenth, Suite 2
s Topeka, Kansas 66604-1105 g:g'ggg:gzs

FEEFERFY 1, 19EE

TO: Senate Committee on Public Health and Weifazre

FROM: Michasl J. Brington

SUBJECT: Request for bill introduction

This request involuss elevating some language which currently exists at a

Kansas Administrative Regulations TJevel to a level of State Law. This is
g

necessary because the K.&.R.z invclved are current largely being ignored by
the courts.

Kanszs Administrative HRegulations currently <state in essence that a medical
service provider can not bill & MedikKan or Medicade client for services which
did not turm out  to be covered under these programs snless agreement to this
extent has been made in advance, and unless the patient understands that the
seryices are non-covered in adwvance. The same body of K.8.R.= goes on to state
that +the patient can not be charged if the provider has failed tc meet program
requirements inciuding pricr autharization.

H=5=5%, BTl ons &= SmEEitisly iz

Spie ciERE SRR e [ T
&

in question s
Enforcement of this K. i

i
R. is then covered
Currently, the Ffollowing is & scenario of what is happening fo some to the
disabled people with whom I work professiconally. They go to & doctor or cther
medical proviger and are told that ther need a particular service. Thev EXplain

that they are a MediKan or Medicade recipient The medica oroyider
acknowledges this. The =eryice is ogiven and then th medical prouider makes
some type of micstake in Ffiling the mapsrwork with 5.R.S. They fzil io price
avthorize, tc <cubmit on time; they wers wrong about the service being covered

inethe first placer et S RL5 i hucidoes net pay far the service, The staff of
the medical provider &kills the client for the seruvice. The client can not pay

and is uynder the impressicn that +the &ill has been covered by MediKan or
Medicade anyway. They thus do neot ogar. In due course, the medica] provider
LTS i el R ], i uie RS e R e e e el e e Rt s Ealke s the patient fo
court, Usually, in such cases, the judge is not aware of the provisions in the
{.A.R.e and finds & judument against the client in viclation of the K.A.R.=.

The <scluticn, quite clearly, is ‘toc elevate the provisions referenced in fthe
HeaL R =Rt o B EE R e ) el B e e e E e e Rie e i ese SN e eme fman et Eacsily ta the

attention of district court judges. We are thus reguesting that K.&.R. 30-5-3%9
and 20-5-40 be elevated to becoming State law,

Senate Public Health & Welfare

A Project of the Topeka Independent Living ReFebruary 1, 1988
Attachment 1



Kansas Assoaauon for the Bhnd
and Visually Impa1red Jnc.

February 1, 1788

TO: Senate Commit?ge on Public Health and Ne]%arg
FROM: Michael J. Byrington, Registered Kansas Lohbvist
SUBJECT: -HOUSE BILL 2504

Our organization rises in support of House Eill 2504. ‘We are the
largest and oldest all volunteer advocacy organization for the blind
and visually lmpalred in the state of Kansas. \

The Kansas Legislature and its many Committees are frequently
presented with information concerning unemployment. When unemployment
in & given rural or urban area hits 10X, lawmakers from the area
scream with concern and take decicsive actions tco change the situation.
Think now about unﬂmplo"ment of the klind and legally blind working
Jage adHuTt.  That figure ranges from 444 to 70% according to materials
provided by the President’s Cnmm1++»e on Emp]c»men+ of the Handic Dped
and the American Council of the Blind.

Under most cercumstances, if a lobbyvist came to you and told you there
was a program which could prevent unemployment of - the blind and
legally blind, anmd told you that that program is of no costs the tax
payvers, but rather strengthens the qeneral ecconomy of the state, you
would catagorize the allegation .right up there with oacian front
property in Kansas. In this case, however, the claim is ture; such a
program exists.

The Randolph-Sheppard- Act was adopted by the. United States Congress
during the Rosevelt Administration. It provided for blind and legally

Blind individuals to be trained as restaurant and conseosion managers,
and to then have priority to manage such facilities located in federal
facilities. Thei pregram wWas 'so Siccess Sl ERE SN =t ot o= caon

followed with their own 1little Randolph-Sheppard acts providing for
similar training of the blind in order for them to also manage
cafeterias and concession stands in state, county and city buildings.
The Kansas Little Randolph-Sheppard Act is K.S.A. 75-3337 et S dhie
has served Kapsas well over the past ceveral years and currently there
Epe 24 veRding sacilities im  the &taic oper=ted by bBlind managers
trained and licensed by the Kansas Division of Services for the BN

These food service establishments are located not only in federal,

state, county, and city buildings, but also, the program offers such
expertly managed food <service establishments, that sevsral privately
owned factories and office buildings feature cafes managed by blind
vendors trained and supervised by the Kansas Division of Services for
the Blind. The closest Randalph-Sheppard cafe facility to all of you
is. located in this building with outlets on the first and third
floors. Other facilities in the state range from locations featuring a

Senate Public Health & Welfare
_ Post Office Box 292 / Topeka, K_February 1, 1988
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HR2304 TESTIMONY OF MICHAEL J. EYIMGTOM PAGE 2

total vending machine operation to full ssrvice cafetsrias.

Now these facilities do not cost the tax paxer anythimg. The blind
venders are independent businesspersons whose incomes are based on
their promoticonxl and manzagement 5Hi]15. Al1 that is provided to them

by the Gtate is management training, equipment, and monitering; the
law provides For the space to be made available to the blind vendor
but none of the items Jjust mentioned come to the vendor free. Each
il VishrellimE sreye i s msigsinrE | DEpEs F training, monitering,
equipment, and space called an assessment. This is B

Diivhils toni e HIE & Ul c £ o IRE R SR L = d
self-supporting. The assessmen
other businessperson would have

Without this program, there are somewhere around 24 blind or legaily
blind individuals who would not be working. Given the unemplovment
statistic with reference to the blind, it can be assumed that these
individuals probably would not be able to find other employment. Thev
wewlel: theh B & EFEm @D mpd | GAR y &

pay¥ers
themselues. MNow none of the Kansas vendors are getting rich from their
laborz. The incomes of the managers warry; but most Blind wendors
hard and thereby produce a middle-class income. They par taxes on this

income just as does everyone =lze.

The existence of the currently 24 Randolph-Sheppard vending facilities
managed by blind pecple does not just benefit the managers with
employment. Many of the faciiities are large Pnnuqh tc warrent several
employees under the supervision of the blind manzger. Thus, over 73
cther individuals, as well as the blind managers, are employed through
the program.

House Bill 2504 simply updates the Kansas Little Randoiph-Sheppard Act
to make it consicstent with the current federal Ra dolph-Sheppard Act.
Lt Ssubstitutes theVword Spriopraty® for i the werdipreference.” This |
the language wused in the federal legis ion, so it makes the Little
Randolph-Sheppard Act of Kansas consi nt with federal case law. It
will thus open more appﬁrfunxtles n

-+

e
for the employment of the hbiind i

the restaurant management field as well as employment opporiunities
for other Kansans workKing in the resulting facilities. &11 of this can
L

occur with no fiscal note except for a positive one as the Kansas
economy s assisted. Please a !

(]
—
1
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BRUMMER
RESIDENT State
GEPALD GRIGGS

s Committee of Blind Vendors

LARRY WAYMIRE
SECRETARY-TREASURER

CATHERINE DAWSON
EASTERN DIVISION

SANDRA TERRY
WESTERN DIYISION

TESTIMONY
by Debra Brummer

T0: All members Senate Committee, Public Health and Welfare
SUBJECT: House Bill # 2504

DATE: - February 1, 1988

On behalf of the blind persons in Kansas who are licensed to
operate vending facilities under KSA 75-3337 et. seq., I strongly
urge you to support House Bill # 2504, and recommend its passage
to the full Senate for consideration.

This bill will basicly clean up the language and make it more
consistant with the Federal "Randolph-Sheppard Act. "

The vending facility program, commonly Known as the Business
Enterprise Program, provides remunerative employment opportunities
to blind persons in Kansas. These people, thus become tax
payers in Kansas.

The Business Enterprise Program utilizes no state tax dollars
for its operation, and in fact puts a great deal of money back
into the state's economy through state income tax and state

sales tax.

To insure the continued success of this important program,
I urge you to support House Bill # 2504,

T have enclosed some background information which may be useful
to you.

Senate Public Health & Welfare
_February 1, 1988
Attachment 3
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Randolph Sheppard Vendors of Kansas
Testimony

To: Senate Committee on FPublic Health and Welfare
Date: January 25, 1988

From: Larry E. Waymire Secretary/Treasurer
Randolph Sheppard Vendors of Kansas
President
Capitol Chapter, National Federation
of the Blind of Kansas

Regarding: Testimony for Public Health & Welfare House Bill #2504

Economic Impact Analysis by Robert Glass & Richard Sexton

University of Kansas

Following is a brief overview of the above. 1 have taken the
liberty of noting what I feel to be the significant points of this
economic analysis, along with relevant facts pertaining to the
Business Enterprise Programe.

The Blind Vending Facilities Program in Kansas does yield tangible
economic benefits well in excess of its level of public support.

The State's share of public funds comes from the vendor's earnings,
ei, no State Tax Dollars.

The Program's benefit/cost ratio is about g8.27; or, for every $1
spent on the Program, about §7 are returned into the economy.

New income and employment generated through the Vending Facility
Program will create additional income and employment through the
multiplier process. :

The total number of jobs created in 1978 was estimated to be 102,
with the number increasing to 128 in 1986.

The 1983-86 estimates assume no changes in net income earned by
the Program from the 1982 level. I feel the net income has risen.
Also the State retail sales tax has risen since this survey.

Participation levels in the Program have been nearly unchanged
since 1978. The reason for Bi11 #2504 is to increase employment
opportunities within the BEP, among other things.

The study was rather conservative, by the authors' own admission,
and assessed only the Program's tangible benefits, when it also
generates significant intangible virtues.

The National Federation of the Blind of Kansas, an active and
concerned consumer group, stands alongside the Randolph Sheppard
Vendors of Xansas in regards to support for passage of House
Bill #250L.

_Senate Public Health & Welfare —
February 1, 1988
Attachment 4






AN ECUNUMIC IMPACT ANALYSIS OF THE BLINU

VENUING FACILITIES PRUGRAM IN KANSAS

Project Director

Robert Glass

Anthony Redwood
Uirector

Institute for kconomic and Business Research

University of Kansas

November, 1983

This study was funded through the State Department of Social and
Rehabilitation bServices. All views expressea are solely those of the
authors. Richard Sexton and Michael Valk assisted Mr. Glass on this project.




An Economic Impact Analysis of the Blina Venging Facilities Program

in Kansas

INTRODUCTION

According to the most recent Census bureau tigures, 8.9 peréent of workiny
age HMAmericans have some disability which limits the amount of kina of work
they can perform. Twenty-six percent of those in this yroup live below the
poverty rate, and only 22 percent workea full-time for the whole year in 1981.

Because of their reduced laber force participation, disabled persons are
siygnificant participants in major government assistance programs. In fact, 23
percent of the 12.1 million food-stamp recipients in 1981 were disableg while
27 percent of those receiving Meuicaid had a work disability.

The development of training programs to better assimilate the disabled
into the work force has long been a goal of public ﬁolicy in the uniteo
states. Many woulo argue that such programs are meritorious irrespective of
the cost outlays incurrec. A more praygmatic approach, however, would reguire
that these proyrams, just as any other, justify their mandate by yielding a
tangible, positive economic impact at least commensurate with the public cost
outlay.

Adopting such an approach, this study investigates one particular training
program for the disablea, the Blino Vending facilities Frogram in Kansas. The
mangate for such programs came in 1936 with the passaye of the Randolph-
sheppard Act which directea that state licensiny agencies be commissioned to
provide opportunities anac encouragement for blind people to become self-
sufficient and contributing members to society. The principal means by which
this mission was to be discharged was the establishment of Dblinc-managed
vending operations 1in public facilities. The original leyislation was
strengthened and modifieg with the passagye of the Randolph-Sheppard AcCt

Amencgments of 1974.

</ ~4/



In evaluating the economic impact of the wling Vending Facilities Program,
the analyst's primary interest lies in getermining the extent to which the
program has succeeded in moving bling people from the public assistance rolls
into productive positions in the work force. That is, the redguction in public
assistance outlays and the commensurate increase in tax receipts constitute
the tangible benefit accruing from these programs to the various governmental
levels.  Measuring these benefits and comparing them to the governmental
outlays for this program, therefore, is the methodoloyy employea in this
analysis. The methogoloyical problems in making these assessments are by no
means small, however, and, hence, a somewhat getailed discussion of the
analytical approach is called for and is providea in Section I. The section
following discusses in some detail the analytic techniques employed to dgevelap
estimates of the economic impact of the Blind Vending Facilities Program, and
section 1II calculates those estimates. section IV concludes the study
proper, briefly presentiny the major finagings. Most notably, this section
emphasizes that the Program has a positive economic effect on every relevant
level of both the state and feceral government.

1. Methodology for Estimatiny Economic Impact

To estimate the economic impact of the Vending Facilities Proyram, it is
nécessary to first determine the exact nature of that impact. In this reyard,
the critical question concerns whether the Vending Facilities Program simply
redistributes Jobs away from sighted workers to visually hangicapped workers
or whether the program actually generates new economic activity and increases
the number of jobs in the Kansas economy. This issue should be considered
from both a static and a dynamic perspective as demonstrated through the

¥

construction of a simple example.



For this purpose, tirst consider the economic impact of establisning a new
bling venaing facility in kansas as a discrete activity specific to one
singular moment in time. Within this context of static (timeless or
noncontinuous) analysis, the economic effects of establisning such a facility
in the state depend critically upon the magnituce of unemployed resources
within the economy. If the Kansas economy 1s operating at full employment,
then the new vending facility would represent an expansion of the economy.
This conclusion follows from the observation that any workers (for example,
restaurant employees) aisplaced by the new facility would be without work only
temporarily in a fully employeo economy ang woulo quickly become assimilated
into other sectors of the economy.  Hence, the acdition of the visually
hangicapped workers to the labor force Trepresents an increase in the
proguctive capacity of the work force and, during perioos of tull employment,
results in an increase in the level of income generated 1in the local economy.

However, if the Kansas economy is operating at less.than full capacity
with siynificant numbers of unemployed persons, the economic impact from
establishment of the new facility may be considerably oifferent. At the
outset, it is quite likely that some of the unemployed persons who are not
visually handicapped could receive training anc run the new facility in a
manner comparable to the visually handicapped person being trained to run the
facility. Furthermore, workers displaced due to competition from the
blind-run operations woulo have trouble reassimilating into society in a high
unemployment economy. As well, given the wigely acknowledyed virtues of the
market mechanism as a tool for allocating resources, a compelling argument can
be made that any viable vending services location would be developed by
private enterprise. Under this scenario, the Vending Facilities Program

simply replaces private investment with public investment and replaces a

slighted manager with a visually hangicapped manager. Thus, within a static




environment and with the assumption of substantial unemployment, the economic
impact of the Venaing Facilities Program is purely aistributional, i.e.,
distributing resources from the sighted to the blina.

Static analysis, however, embraces only part of the economic effect. A
dynamic approach, althougn more complex, can capture an economy's path of
adjustment to an economic phenonenon and, in this manner, e*pose what 1s
hicden from the static approach. Returning to the example of a new vendiny
facility being established during a period of significant unemployment, the
result changes when the activity is considered within a dynamic (continuous)
context. The initial results of the aynamic analysis are the same as those of
tne static analysis: public investment replaces private investment and blind
employment replaces sighted employment. However, as the economy changes over
time, new possibilities for investment develop and new opportunities for
employment become available for the unemployed sighted persons. Thus, the
visually handicappea person who received the training eventually represents an
increase in the productivity of the labor force given that the dynamic changes
in the labor market will present over time new opportunities for employment
for sighted persons who initially may have lost Jjobs to the visually
hancicapped. As such, the long-run result of the dynamic analysis becomes the
same as that of the static analysis with full employment: the local economy
expands with an increase in preductivity and an increase in the level of
income.

Thus, when dynamic consicerations are incorporated into the analysis, it
can be demonstrated that the Vendinyg Facilities Proyram generates new ecnomic
activity anag expanas the Kansas economy whether one assumes full employment of
the Kansas economy o©or not. becauée the dynamic approach is more general in

nature ano is more appropriate to the present context, it forms the analytical

framework for the rest of this study.
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11. Estimating Economic Impact

The impact of the Vencing Facilities Program upon the Kansas economy can
be broken down into two funcamental effects: first, the activity's direct
impact wupon the economy, and secona, the subsequent, reactive effects
precipitated by the economic activity as the initial effect works through the
economy .

Estimating the direct effect of the vending facilities can be accomplished
in a straightforward fashion once the methodological issues are resolved.
These concerns, as notea, revolve around the aisplacement effects due to blindg
workers initially replaciny sighted workers and, consequently, the diffusion
process as the aisenfranchisec sighteo workers become assimilated back into
the work force through the manifestation of new economic opportunities.

Rs the displacea sighted workers acquire new, productive employment, the
Vending Services Program begins to generate new income, which constitutes the
direct impact from the Program. Also important to recognize, however, is that
economic activity pegets further activity through what is commnonly known as
the multiplier process.

basically, the muliplier process derives from the fact that income
obtained by one person, when spent, becomes income to another person, and so
forth. Hence, income becomes "multiplied” as it moves through the economy .
This process, though, acoes not continue ingefinitely and eventually atropies
as income and expenditure "leak" from the point of initial income creation.
Leakages can take the form of savinygs, taxes, or purchases of goods ana
services outside the local economy. Once income has left the local econcmy,
it, of course, is no longer able to create further acivity, and hence, the

multiplication process ends.

s



An intuitive analogy for the multiplier phenomenon is the throwing of a
rock into a pond. The immediate result is the splash which corresponds to the
initial impact of an economic activity on an economy. Then, following tne
rock's gescent, the impact can still be cetected in the ensuiny ripples. As
these concentric circles expand toward the edge of the pond, they slow and
dimishes in force. This effect corresponds to the secondary or ingirect
impact of an economic activity; 'in fact, these secondary effects are sometimes
referred to by economists as "the ripple etfect."

Kipple effects, by nature, are not easy to estimate because they cannot be
directly observed. This gifficulty 1is surmounted in most cases through
estimation of a multiplier which enable the secondary effects to be estimated
without having to observe them.

The multiplier employed in this study was adapted from Kansas State
University Professor Jarvin kmerson's Kansas Economy Input-Uutput Mocel. The
multiplier is 1.84, and it relates directly to eating ang drinking
establishments in Kansas. This wvalue corresponas closely to economic
intuition concerning its apprepriate value and is also consistent with
previous Institute experience in the development of multipliers for Kansas.

Once a multiplier is in hand, the total income (TI) created from an
infusion of economic activity (i.e., the direct and the seconaary effects) is

estimated as simply the product of the income multiplier, ™ and the

I b
direct impact (DI). That is TI= DI x M, .

The remaining methodological consideration concerns positing the manner in
which the direct impact is realized, i.e., the displacement and odiffusion

mechanism.



based upon the discussion in Section I, the gisplacement etfect, d, can pe
moceled as a function of time, t. Hence, it can be expressed as a{t). The
exact functional form of d depends upon economic conditions. In a full
employment economy, as noted, assimilation of displacea workers occurs very
quickly, ano d(t) tends toward zero over a short time interval. when economic
conditions are poor, as they have been over much of the time interval covered
by this study (1978-82), displaced will persist over a longer perioa.

Aside from this basic theory, there are few categorical rules to yuicge
moceling of the aisplacement process;, a condition that necessitates the
exercise of some discretionary judgments on the analysts's part. Based, then,
upon the juagment of the Institute analysts, the poor economic conditions
which prevailed in Kansas over 1980-87 suggest that 1initial period

‘displacement would be high. Therefore, it was assumed that d(to) = 1.0
where t° is the time periog immediately following an infusion of economic
activity from the Venging Services Program. It was further assumed that total
reassimilation of displaced workers would occur after five years: 0(t0+5) =
0. And, because no other adjustment rate would seem innately superior to it,
a simple, linear adjustment was assumed over the five-year period: d(to + 1)
= 0.8, d(to +2) = 0.6, d(tO +3) = 0.4, and 0(t0+4) = 0.2.

In  the forthcoming economic impact calculations, these adjustment
parameters are applied only to new levels of economic activity flowing from
the Program curing the study period. For that level of activity which existed
througn 1978, it was assumed that the displacement effects haa already worked
their course or, in other words, that those displaced by the agevelopment of
blina vending facilities had already become reconstituted within the work
force. This assumption is plausible given the Program's relatively long

history and the favorable economic conditions which prevailed during the

1975-78 period.
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III. Estimated Impact of the Vending Facilities Program

A. The Total Income Effect

The income data for the Vending Facilities Proyram used for this stuuy
were for FY 1978 through FY 1932. (The fiscal year in this instance runs from
uctober through September.) This lengtn of time horizon is consistent with
the intent to smooth out any possible aberrations of one particular year while
avoiding the influence of possible institutional changes over longer time
periods.

The direct income effect from the Program for each year is the net income
(NI) generated by the program less any displacement effects. Table 1 contains
NI (gross income-cost of yoods sold) from the program in Kansas for FY 78 - FY
82. In each of the years examined, the Proyram attained some increase in the
(current dollar) volume of income created.

Table 2 presents calculations of the total income effect. Total income

(TI) in 1978 (year 1) is merely NI X 1.84, because of the initial

78
slteady-state assumption. For 1979, however, new net income ( NI79) created
during that year must go through the adgjustment process. Hence,
= I - 1 = C
TI79 [N‘78 + (1 - 0.8) N179 x 1.84 = $1,637,000
The displacement effect for 1979 (also displayed in Table 2) isNI 5 x 0.8 =
$74,200.

=17



Table 1

Net Income (Current Dollars) Earned in the Vending Facilities Program in Kansas

FY 78
GROSS INCOME $1,977,077
(Total Sales
from Vending

Operations)

Cost 1,087,392
GOOUS SOLD

NET INCOME 889,685
(Gross - Cost of)
Income Goods

CHANGE IN ~—
NET INCOME

FY 79
$2,183,298

1,200,814

982,484

92,799

FY 80
$2,561,459

1,408,802

1,152,657

170,172

Fy 81
$2,580,343

1,418,189

1,161,154

8,498

FY 62
$2,613,130

1,437,222

1,175,909

14,754
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NET EFFECT 1978
EFFECT UF 1978  $1,637.0
EFFECT OF 1979

EFFECT UF FY 1980

EFFECT UF FY 1981

EFFECT OF FY 1982

TUTAL $1,637.0

BEFORE
DISPLACEMENT 1978

EFFECT OF FY 1978 $0
AND BEFORE

EFFECT OF FY 1979
EFFECT OF FY 1980
EFFECT OF FY 1981
EFFECT OF FY 1982

TOTAL $0

1979
$1,637.0

34.2

$1,671.2

1979

74.2

74,2

1980
$1,637.0
68.4

62.6

$1,768.0

1980
$0

55.7

136.2

191.9

Table 2

1981

$1,637.0
102.5
125.3

3.1

$1,867.9

1981
$0

37.1

102.1

(o))
a0}

146.0

1982
$1,637.0
136.6
187.9
6.3
5.4

$1,973.2

1982
$0

18.6

68.1

11.8

103.6

Total Income Effect (Thousands of Uollars)

| 1983

$1,637.0
170.8

250.5

10.8

$2,078.5

Displacement Effect (Thousands of Dollars)

1983
$0

34.0
3.4
8.8

46.2

1984
$1,637.0
170.8
313.2
12.5
16.2

$2,149.7

1984
$0

1.7

5.9

7.6

1985
$1,637.0
170.8
313.2
15.6
21.6

$2,158.2

1985
$0

/3
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1986

$1,637.0
170.8
313.2

15.6

1986
$0



Total income created for 1980 is found by expanding this procedure one
agditional step: NI79 goes through phase 2 of the agjustment process, and
NIBO goes through phase 1. Hence,

Tlgg = [NIZg 9

The displaced income for FY 80 is 0.6 x NI79 + 0.8 x NIdO = $191,900.

+ (1 -0.6) NI7 + (1 - 0.8) NIBO]xl.BA = $1,768.00

Further elaboration on the calculation methocology used to obtain Table 2
should be unnecessary. The table carries forward computations throuygn FY 86.
Those for FY 83 - FY 86 assume no new expansion of NI from the Proyram during
these years. Total income created continues to grow, though, as the
Oisplacement effect continues to decay.

summing up the Program's income impact over the five-year interval obtains
$8,916,00 in new total income created. Uver the nine-year internal from
1978-86, the figure is $17,466,000.
B. Estimated impact on Uther Econcmic Variables

Estimation of the Program's Impact on other impoftant variables 1is
accomplished by exploiting the close relationship which exists between income
and variables such as employment, retail sales, and taxes. For example, an
employment multiplier for Kansas ME’ tan be estimated simply as the ratio of
total employment in the state to Kansas personal income, i.e.,

M = Total Kansas Employment

Total Kansas personal income
Rlthough simple in form, this expression incorporates the fact that most

personal income 1s created through employment, and that, therefore, trom year
to year, the ratio should remain very staple, chanying only due to higher
salaries over time.

Given Mg, the estimated employment impact of the Vending Facilities

Program for any year is that _vear’S‘ME times that year's total income effect.



The methodology usea to compute the so-called multipliers for the other
variables analyzed in this study mirrors that utilizeag for employment, Hence,
the expressions are presented below with little elaboration:

Retail Sales: My = Kansas Retail Sales
Kansas Personal Income

Accurate retail sales cata are available only through the pentade Census of

Retail Trade; therefore, M, Cannot Dbe adjusted annually. Presently, tne

most recent dgata is for 1977.

Retall Sales Tax: My = Kansas State-Level Retail Sales Collections
Kansas Personal Income

>tate Income Tax: M7 = Kansas State Income Tax Collections
Kansas Personal Income

Federal income tax data for Kansas are not yet available for the years
after 1980. Therefore, the 1980 multiplier was extengea into the future.
This fact, given the 1981 ana 1982 tax cuts, probably overestimates the tax

impact to some small extent.

Federal Income Tax: Mp7 + Kansas Federal Income Tax Collections
Kansas Personal Income

Estimates for 1978-82 of the multipliers developed in this subsection are
contained in Table 3. Table 4 contains the results from applying the
constellation of multipliers to the annual total incoem effects derived in
Table 2. The total number of jobs created in 1978 is estimated to be 102 with
the total increasing to 118 in 1982 and eventually stabilizing at 128 in 1986

after the displacement effects have been completed.



EMPLOYMENT
MULTIPLIER

RETAIL SALES
MULTIPLIER

RETRIL SALES
TAX MULTIPLIER

STATE INCUME
TAX MULTIPLIEK

FEUERAL INCUME
TAX MULTIPLIER

Table 3

Economic Activity multipliers for Kansas

1978

0.0625

0.4640

0.017¢

0.0158

).0842

1979

0.0555

0.4640

0.016e3

U.0150

0.0899

1980

0.0517

0.4640

0.0158

0.0164

0.0899

1981

0.0459

0.4640

o
]
oy
n
o

0.0156

0.0899

1982 ana sEYunu

0.0429

0.4640

0.01l46

0.0188

0.0899

S/t



The Effect of the Vending Facilities Program on Uther Economic Variables

1978 AND
BEFORE 1979

EMPLOYMENT GENERATED 102 104
(Number of Jobs)

RETAIL SHLES GENERATED 759.6 775.4
(Thousanas of Dollars)

TAXES GENERATED IN THOUSANDS OF DULLAHRS

RETAIL SHLES TAX 28.8 27.2
STATE INCOME TAX 25.9 z25.1

STATE TOTAL 54.7 52.3
FEDERAL INCOME TAX 137.8 140.7

TABLE 4

1980

109

820.4

27.9
29.0
56.9

157.2

1981

114

866.7

28.0
29.1
57.1

166.1

1982

118

915.6

28.8
37.1
65.9

175./74

1983

124

964.4

30.3
39.1
69.4

184.8

1984

127

997.5

3l.4
40.4
71.8

191.1

A7

1985 1986

127 128

1,001.4 1,003.9

31.5 3l.6
40.6 40.7
72.1 72.3

191.9 192.3



Similarly, new retail sales were estimatea to be $759,600 in 1978,
increasing thereafter to $915,600 in 1982, ang eventually stabilizing at
$1,003,900 in 1986.

New revenue collections from the taxation of the sales and income
generated by the Program were estimated to total $54,700 in 1978, to increase
to $65,900 by 1982, and to stabilize at $72,300 by 1986. Finally, federal tax
collections were enhancea by an estimated $137,800 in 1978, $175,400 in 198%,
and $192,300 when the steady state is attained in 19s6.

Some notes are in orader concerning the appropriate interpretaticon of these
figures. In particular, it should be reiterated that the 1983-96 estimates
assume no changes in net income earned by the Program from the 1982 level.
Thne changing estimates are due to the displacement effects. Alsoc worth noting
is that retail sales and tax collections are flow variaoles which can be
sunmed over time to yielo an aggregate total. For example, total new retail
sales estimated for 1978-82 were $4,137,700. The estiméted total over the
nine-year period from 1978-86 is $8,104,900.

Similar agyregations for the tax variables are as tollows:

1978~82 1978-86
Kansas Retail Sales Tax $140,700 $ 265,500
Kansas Income Tax 146,200 307,000
Total Kansas Tax 286,900 572,500
Federal Income Tax 777,200 $1,537,300

Employment, conversely, i1s a stock variable which should not be aggregated
across years because, from year-to-year, basically the same jobs are being
counted. Thus, it is only appropriate to say that about 128 jew jobs will

have peen created by the Program.

Hd—)&



C. Net Economic Impacts of the Blind Vending Facilities Progyram in Kansas

It was estimated in oSubsection A that $8,916,0UU0 in new net income was
created by the Program from 1975-82. Total combineg State and federal outlays
to fund the Program over this period totaled $1,077,606. Theretore, it is
estimated that, overall, this Program yielded $7,838,394 in benefits net of
cost during the periocd. Two caveats must be made concerning this result,
however. First, it is based upon the assumption that the blina workers did
not contribute to the level of economic activity prior to the Program, ana
secondly, it incorporates on the cost side only the expenditures made o the
Program from 1978-82. In  the economic lexicon, there are marginal
expenditures, ang they co not incorporate the fixed ang infrastructural costs
which initially went into establishing the Program. From an economic
perspective, however, these earlier costs are sunk costs and are not relevant
for cecision making. Hence, in juoging the economic viability of the Proyram,
only marginal costs should be considered.

The Program's specific impact on the state ang federal budgets is detailed
in Table 5. Costs to these governments from the Program are the annual
training costs aiscussed above. These oata were provided by the Kansas
Services for the Blind and are listed in the top portion of Table S for each
year from 1978-82. The benefits to government from the Program are the
reduction and eventual elimination of transfer payments to those who work in
the Program and the tax receipts from the incoem and sales generated by the
Proyram.

The principal transfer payment to the blind comes from the federal
government's social security fund. Although the blind also participate to
some extent in other federal transfer programs, such as food stamps ana

megicaid, as well as, perhaps, some state programs, no data were available to

document participation levels, and, therefore, only the reduction in the

social security.




Table 5

Net Effect on State and Federal Government Budgets

EXPENDITURES

STATE
FEDERAL

REVENUE GENERATED

STATE
FEDERAL

FEDERAL EXPENDITURES
STATE

NET EFFECT ON STATE AND
FEDERAL GOVT. BUDGETS

STATE
FEDERAL

1978

41,224
119,472

54,700
137,800

152, 600

13,476
170,928

1979

11,923
257,788

52,300
140,700

175,400

40,377
58,312

1980

0
253,018

56,900
157,200

194,900

56,900
99,082

1981

0
206,431

57,100
166,100

191,500

57,100
151,169

1982

4,143
183,607

65,900
175,400

180,000

61,757
171,793

4-ac



cost was calculated. The estimated annual savings in terms of this proyram
are listed in Table 5.

Note that the effect on governmental budgets gue to displaced workers coes
not have to be considered in the present context. This conclusion follows
from the assumption that 1978 represented a steagy state (previous displaced
workers had already been reassimilated) ana from the fact that‘participation
levels in the Program have been nearly unchanged since 1975.

Finally, net tax revenue generatec by the Proyram are also reproguced in
Table 5. The net annual impact upon the federal budget 1s the increased tax
revenues plus the reduced social security payment less the direct outlay to
fund the Proyram. For the State, the estimated net budyetary effect is simply
the tax revenues generated less the girect funding outlay.

Estimates of the annual net budgetary impact at the state and federal
level are containea at the bottom of Table 5. Based upon tne analysis
presented in this stuay, the Program has a beneficial net impact upon both the
federal and state bugget for each of the years studied. The total savings
from 1978-82 were estimated to be $229,610 for the State of Kansas and
$651,284 for the federal government.

Iv. Conclusion

As revealed in Table 5, the Blind Vending Facilities Program in Kansas
manifests positive economic effects at every involved level of the state and
federal governments. Indeed, the magnitude of those effects (or impacts) is
eloguent testimony to the economic efficacy of the Program in terms of its
return on cost and afforas a striking illustration of how a public assistance
program can be, as well, a program for public benefit. This conclusion is
further affirmed by noting that the estimating methodology employed in this

study was actually rather conservative. Thus, though the results are only

estimates of value, they are moderate estimates and, quite possibly,

underestimate the Proyram's actual contribution.

Y2/



Une fimal point - distinct from the study's contracted purpose - merits
attention in this concluding section. That 1is, the host of intangible,
non-pecuniary benefits arisiny from the B8lind Vending Facilities Proyram.
Foremost among them are the heightened public awareness of the contributions
the handicapped can - and do - make to society, the heightened self-esteem of
the hangicapped engendered by their contributing role in society, ang the
inestimable value redounding tc society at large when its less advantaged
citizens are afforged their rights of full participation in the social and
economic life of their state and country.

Agmittedly, these effects cannot be quantified; yet the authors of this
study contena that benefits of this kind contribute significantly to creating
a sccial ethos that satisfies an absolutely necessary sense of public

responsibility.
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State Department of Social and Rehabilitation Services

Testimony in Support of House Bill 2504

Mr. Chairman and members of the Committee:

employment opportunities for blind persons and empowering more of them to become
employed and independent.

There are currently 28 vending facilities being operated by 22 blind vending
facility managers in Kansas. The facilities are located in federal, state,
county, city, and privately owned buildings. Last year, these vending
facilities generated total sales of nearly 2.1 million dollars. The average
earnings of blind vending facility managers who operate the facilities was in
excess of $21,000. More employment opportunities for vending facility managers
are needed.

The federal Randolph-Sheppard law gives blind persons priority status in
operation of vending facilities on federal property. Language in the current
state law has resulted in difficulties establishing vending facilities to be
operated by the blind in city and county buildings. House Bill 2504 will make
language in Kansas statutes on vending facilities operated by blind persons
consonant with language in corresponding federal regulations. The proposal
gives blind persons priority in the operation of vending facilities in buildings
controlled by departments, agencies, or instrumentalities of the state of
Kansas. It provides for binding arbitration procedures, with a neutral third
party serving as chairperson of an arbitration panel, when disputes arise
between departments, agencies, or instrumentalities of the state of Kansas and
the state licensing agency for the vending facility program. The proposal
establishes a state committee of blind vendors whose responsibilities are
consistent with responsibilities set forth in federal regulations.

We estimate bassage of this proposed legislation will result in cpportunity to
establish an average of one additional new vending facility per year to be
operated by a blind manager. We estimate this will result in annual income of
$21,000 for the manager. We estimate that approximately $4,500 per year can be
assessed against net profits of each vending facility thus established. The
$4,500 in assessments can be used to earn $18,000 of matching federal vocational
rehabilitation funds thereby resulting in a total additional amount of $22,500
for vuse in operating the vending facility program. The proposed legislation
Wwill result in no additional cost to the state. No state tax funds are used for
the vending facility program.

The proposed legislation will enhance employment opportunities for blind persons
and increase financial resources with which to operate the vending facility
program. SRS supports House Bill 2504 and urges your passage of it.

Stephen Schiffelbein
Acting Commissioner
Rehabilitation Services
Social and Rehabilitation Services
296"39”Senate Public Health & Welfare
Febr‘uar’y"F'ébruary 1, 1988

Attachment 5






